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Right  Wing 
Policy 
on  Wages. 

Where  the  Political  Quarterly 
goes  wrong. 


*■  THE  debate  on  wage  policy  continues 
unabated.  In  mid-December  the  British 
Employers’  Confederation  speaking  in 
the  name  of  63  national  employers’  or¬ 
ganisations,  demanded  a  standstill  on 
wage  increases. 

On  January  2  The  Times  in  an  editorial 
urged  the  Government  to  take  the  lead  in 
opposing  wage  increases.  It  said  that 
“  it  is  time  for  some  political  leader  to  be 
hardy  enough  and  forthright  enough  to 
fight  inflation  ”  which,  it  alleged,  was 
caused  by  wage  increases. 

On  December  12,  1955  Political  and 
Economic  Planning  published  two  bro¬ 


chures  on  “  New  Writing  on  Wages  ” 
and  the  Political  Quarterly  for  January- 
March  1956  has  published  a  special 
number  on  “  Trade  Union  Problems 
(Turnstile  Press,  7s.  6d.) 

We  have  dealt  with  the  employers’ 
attitude  to  the  wages  question  in  previous 
commentaries.  In  this  one  we  wish  to 
deal  with  some  of  the  arguments  ad¬ 
vanced  by  writers  in  the  Political  Quarterly 
who  are  mainly  people  who  have  had  or 
still  have  some  association  with  the  trade 
union  movement  and  whose  general 
arguments  may  have  some  influence  with 
trade  unions. 


What  is  the  basic  proposition  to  start  from  when 
discussing  wage  questions  in  Britain  ? 


IT  is  that  we  are  living  in  a  class 
society.  This  matter  could  not  be  better 
put  than  it  was  by  Sidney  and  Beatrice 
Webb  in  their  book  “  Industrial  Demo¬ 
cracy 

“  Whether  the  general  level  of  wages 
in  the  trade  should  be  raised  or  lowered 

by  10  per  cent . are  not  problems  which 

could  be  solved  even  by  the  most  perfect 

calculating  machine . In  so  far  as  the 

issue  is  left  to  Collective  Bargaining 
there  is  not  even  any  question  of  principle 
involved.  The  workmen  are  frankly 
trying  to  get  for  themselves  the  best  terms 
that  can  permanently  be  extracted  from  the 
employers.  The  employers  on  the 
other  hand  are  endeavouring,  in  accor¬ 
dance  with  business  principles,  to  buy 
their  labour  in  the  cheapest  market.... 
The  plenipotentiaries  must  higgle  and 
cast  about  to  find  acceptable  alternatives, 

seeking . not  to  ascertain  what  are  the 

facts,  nor  yet  what  is  the  just  decision 
according  to  some  ethical  standard,  but 


to  find  a  common  basis  on  which  each 
side  can  bring  itself  to  agree  to  rather  than 
go  to  war.”  (Quoted  by  Mr.  W.  A. 
Routh  in  an  article  in  the  Political 
Quarterly). 

It  is  worth  while  remembering  this. 
The  workers  on  the  basis  of  any  given 
level  of  productivity  are  intent  on  striving 
to  get  a  greater  share  of  the  social  product 
in  the  form  of  wages,  the  employers  to 
get  a  greater  share  in  the  form  of  profits. 

The  employers  buy  the  labour  power 
of  the  worker  in  order  to  extract  the 
maximum  profit  from  its  use.  The 
worker,  when  organised,  seeks  to  limit 
the  profit  drive  and  get  increasing  wages. 

We  are  in  the  presence  of  two  an¬ 
tagonistic  classes  here  and  the  problem 
of  the  relation  between  wages  and  profits 
is  a  quite  different  one  from  the  relation 
of  the  wages  of  one  group  of  workers  to 
another.  There  is  a  fundamental 
difference  between  planning  wages  in  a 
Socialist  society,  where  there  are  no 


class  differences  and  fixing  wages  in  a 
Capitalist  society. 

The  Webbs  contention  is  that  in  any 
given  economic  situation  under  Capi¬ 
talism  the  division  between  wages  and 
profits  is  a  question  of  power.  Yet  much 
of  the  current  writing  on  wages  theory — 


quite  a  lot  of  it  in  the  current  Political 
Quarterly — is  based  on  the  assumption 
that  there  is  some  rational  principle  that 
can  be  discovered  on  which  the  division  of 
the  product  between  wages,  salaries  and 
profits  could  be  regulated  in  a  society  in 
which  a  class  struggle  is  raging. 


What  principles  of  wage 

WE  start  with  an  article  by  Mr.  B.  C. 
Roberts,  lecturer  in  Trade  Union  Studies 
at  the  London  School  of  Economics,  on 
“  Trade  Unions  in  the  Welfare  State  ”. 

Mr.  Roberts  starts  with  the  propo¬ 
sition  :  “  The  succession  of  economic 

crises  and  the  continuous  rise  in  prices  are 
indications  that  we  are  overstretching  our 
economy.  In  the  long  run  our  ability  to 
maintain  the  welfare  state  will  depend  on 
overcoming  the  constant  tendency  towards 
inflation,  by  increasing  the  output  of 
industry  and  by  restraining  our  appetites 
for  a  higher  level  of  immediate  consumption 
than  available  resources  permit.” 
{Italics  ours.) 

Now  obviously  if  there  is  a  general 
rise  in  British  prices,  not  primarily  caused 
by  a  rise  in  the  price  of  foreign  goods  and 
raw  materials,  then  it  is  obvious  that 
British  capitalist  economy  is  overstretched. 

But  what  is  meant  by  the  statement 
that  “  we  ”  are  over-stretching  it  ?  To 
use  the  term  “we”  suggests  that  a  body 
of  more  or  less  equal  citizens  by  their 
unrestrained  “  appetites  for  a  higher 
level  of  immediate  consumption  ”  have 
put  the  economy  in  the  red. 

But  there  have  been  occasions  when 
the  economy  has  been  over- stretched 
when  the  consumption  of  the  people  has 
hardly  been  increasing  at  all. 

In  the  year  1951,  for  example,  the 
consumption  of  the  British  people  was 
actually  lower  than  in  1950  yet  the  eco¬ 
nomy  was  most  obviously  overstretched 
and  an  outstandingly  rapid  increase  of 
prices  took  place.  The  cause  was  the 
sudden  introduction  of  a  huge  arms 
programme  and  not  the  increased  im¬ 
mediate  consumption  of  the  people. 

Even  if  there  was  increased  immediate 
consumption  one  would  have  to  discover 
whether  this  was  on  the  part  of  the  mass  of 


regulations  are  suggested  ? 

the  people  or  on  the  part  of  the  well-to-do. 

In  fact,  however,  Mr.  Roberts  does  not 
condescend  to  prove  his  assertion  which 
is  contradicted  by  other  investigators. 

Professor  F.  W.  Paish  of  the  University 
of  London  in  the  Financial  Times  of 
Monday,  January  2,  1956  says  :  “  Personal 
consumption  [in  1955]  has  risen  only  in 
proportion  to  the  rise  in  real  income,  so 
that,  although  the  consumers  have  obtained 
the  first  appreciable  rise  in  their  standard  of 
living  since  the  war,  personal  saving  has 
been  maintained  at  the  relatively  high 
level  reached  in  1952.”  * 

Thus  although  there  has  been  some 
rise  in  personal  consumption  in  1955  it  is 
only  in  proportion  to  the  “  rise  in  real 
income  ”  i.e.  in  production. 

Though  production  has  been  in¬ 
creasing  steadily  every  year  since  the 
war,  with  the  exception  of  1952,  this  is 
the  “  first  appreciable  increase  in  the 
standard  of  living  [of  consumers]  since 
the  war.”  So  how  can  appetites  for 
increases  in  immediate  consumption  be 
overstretching  the  economy  ? 

What  is  the  cause  of  the  overstretching 
of  the  economy  ?  Professor  Paish  says  : 
“  The  excessive  demand  now  apparent 
cannot  therefore  be  explained  by  exces¬ 
sive  consumption  either  personal  or  col¬ 
lective  and  its  reason  must  be  looked  for 
in  a  greater  increase  in  expenditure  on 
investment  than  in  saving.” 

(Professor  Paish  is  using  investment 
in  the  economist’s  sense  of  expenditure 
on  plant,  machinery  and  buildings  and 
not  in  the  sense  of  buying  stock  exchange 
shares  other  than  new  issues.) 

We  would  only  add  to  the  above  that  it 
was  easy  for  this  investment  expenditure 
to  quickly  reach  the  point  when  it  “  over¬ 
stretched”  the  economy  because  of  the 
existence  of  large  arms  expenditure. 


Suppose  the  Government  deliberately  increases  prices, 
are  the  workers  justified  in  fighting  for  increased  wages? 


WE  ask  this  question  because  in  view 
of  Tory  policy,  it  has  become  one  of  the 
main  subjects  of  controversy.  It  will  be 
remembered  that  the  British  Employers’ 
Confederation  declared  that  a  rise  in  prices 
did  not  necessarily  justify  a  rise  in  wages. 

Mr.  Roberts  makes  an  observation 
which  is  somewhat  similar  — 


“  The  Unions  may  have  legitimate 
grounds  on  which  to  oppose  the  present 
Government’s  economic  policy,  but  if 
every  attempt  to  reduce  the  inflationary 
pressure  is  to  be  met  by  an  increase  in 
wage  demands,  which  when  resisted  are 
backed  up  by  stoppages  of  industry,  it 
will  mean  that  the  balance  of  payments 
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will  be  seriously  affected  by  the  loss  in 
production.  If  on  the  other  hand  the 
demands  of  the  unions  are  conceded  and 
the  Government  wavers  in  an  anti- 
inflationary  policy,  with  the  result  that 
credit  is  further  over-expanded,  a  con¬ 
tinuance  of  inflation  will  be  inevitable.” 

This  is  masked  language  indeed.  What 
the  unions  are  opposing  is  the  Govern¬ 
ment’s  policy  of  increasing  prices  (in¬ 
creased  purchase  tax  and  reduced  housing 
subsidies)  with  the  alleged  object  of 
reducing  inflationary  pressure. 

In  short,  the  unions  are  objecting  to  price 
increases  because  they  involve  a  reduction 
in  the  purchasing  power  of  wages. 

This  policy  of  the  Tory  Government 
in  raising  prices  is  also  to  re-distribute 
income  in  favour  of  the  rich.  Mr. 
Roberts  recognises  this  and  says  : — 


“  The  more  therefore  that  the  Govern¬ 
ment  seeks  to  shift  the  distribution  of 
income  in  favour  of  the  higher  income 
groups  the  more  likely  are  the  unions  to 
resort  to  big  wage  demands  and  strike 
action. 

“  The  fundamental  issues  of  income 
distribution  and  the  exact  character  of  the 
welfare  state  cannot,  however,  be  settled 
by  industrial  disputes,  as  these  are  matters 
more  properly  determined  in  a  democracy 
at  the  ballot  box.  The  extent  therefore 
to  which  it  is  legitimate  for  the  unions  to 
cite  Government  policy  as  the  factor 
excusing  their  behaviour  is  limited.” 

This  comes  near  to  saying  that  the 
unions  should  not  object  to  Government 
policy  by  industrial  action,  even  if  that 
action  means  raising  prices  and  reducing 
real  wages. 


What  is  it  suggested  that  the  Unions  shouBd  do  ? 


THREE  alternatives  are  suggested  by 
Mr.  Roberts.  The  first  is  that  the 
creation  of  some  unemployment  would 
help  to  prevent  inflation  and  restrain 
union  wage  demands. 

“  It  is  therefore  likely  that  a  somewhat 
higher  degree  of  unemployment,  perhaps 
fluctuating  between  1  and  3  per  cent  is 
the  price  that  would  have  to  be  paid  for 
maintaining  a  steady  price  level  and  free 
collective  bargaining.” 

In  present  British  conditions  3  per  cent 
unemployment  means  more  than  700,000 
unemployed. 

“  If  the  level  of  employment  were  re¬ 
duced  and  the  balance  of  payments  situ¬ 
ation  vastly  improved,  it  would  not  be 
necessary  to  worry  to  the  same  extent 
about  the  possibility  of  strikes  and  indeed 
the  unions  would  be  entitled  to  press  as 
high  as  possible  for  higher  wages.” 

This  means  that  there  would  be  less 
danger  of  the  unions  using  their  power  if  the 
ball  and  chain  of  700,000  unemployed 
were  fastened  to  them.  It  is  exactly 
Tory  policy,  and  Mr.  Roberts  is  not  happy 
about  it. 

Then  Mr.  Roberts  examines  the 
question  of  Government  regulation  of 
wage  and  profit  levels. 

“  The  result  would  be,  if  these  measures 
were  effective,  a  check  to  purchasing 
power,  but  if  the  inflationary  policy  was 
eliminated  by  these  means,  the  demand 
for  labour  would  fall  and  unemployment 
would  tend  to  rise.  However,  the  grave 


disadvantage  of  this  method  is  that  it 
involves  repressive  legislation  that  is 
destructive  of  collective  bargaining  if  it 
is  effectively  enforced.” 

Mr.  Roberts  is  unhappy  about  this  also 
and  finally  comes  down  on  the  side  of  a 
policy  advocated  by  a  committee  of  the 
Swedish  Federation  of  Labour  (Swedish 
T.U.C.)  which  suggests  that  the  Govern¬ 
ment  by  various  measures  keeps  the 
general  level  of  purchasing  power  below 
that  which  would  “  secure  full  emplo- 
ment  automatically  everywhere.” 

This  the  Swedish  committee  admits 
would  create  “  islands  of  unemployment.” 
These  should  be  tackled  by  specific  meas¬ 
ures  which,  according  to  the  Swedish 
report,  nr’ght  consist  of  “public  works, 
subsidies  to  individual  firms  and  the  plac¬ 
ing  of  State  orders  with  firms  and  localities 
where  otherwise,  unemployment  would 
arise.  On  the  other  hand  they  should 
consist  of  measures  to  encourage  the 
voluntary  transfer  of  labour  to  firms, 
trades  and  localities  where  the  prospects 
of  expansion  are  favourable.  Much 
greater  importance  than  hitherto  should 
be  attached  to  incentives  to  labour  to 
transfer  to  places  where  it  is  most 
needed.” 

So  the  State  is  to  take  measures  to  cut 
purchasing  power  and  create  a  certain 
amount  of  unemployment  and  then  has 
to  take  other  measures  to  combat  the 
unemployment  which  it  has  created.  All 
this  is  in  the  interests  of  “price  stability”. 


What  about  the  workers*  increased  production  ? 

LITTLE  is  said  about  this  in  the  statement  “All  our  economic  troubles 
articles.  could  be  solved  by  a  comparatively  small 

In  the  “Notes  and  Comments”  by  increase  of  productivity.”  What  is  meant 

which  the  Political  Quarterly  introduces  by  this  ?  If  it  means  a  comparatively 

its  series  of  which  there  is  the  following  small  increase  in  productivity  over  the 


existing  level  that  is  already  on  its  way. 
In  fact  the  workers  in  British  manu¬ 
facturing  industry  are  now  increasing 
their  productivity  by  3.2  per  cent  per 
annum  which  is  more  than  a  compara¬ 
tively  small  increase  in  productivity. 
Workers  in  non-manufacturing  industry 
are  increasing  their  productivity  by  1.7 
per  cent  per  annum.  So  if  a  small  increase 
in  productivity  will  solve  all  problems  it 
is  here  already. 

If  the  contributors  to  the  Political 
Quarterly  had  examined  wages  dynam¬ 
ically,  in  relation  to  productivity,  profits 
and  prices,  their  suggestions  as  to  the 


workers’  “appetites  for  a  higher  level  of 
immediate  consumption  ”  throwing  the 
economy  out  of  gear  would  never  have 
been  made. 

Between  October  1948  and  October 
and  April  1955  real  earnings  (i.e.  earnings 
measured  by  purchasing  power)  rose  by 
12  per  cent.  (We  take  April  1955  because 
that  is  the  last  date  for  which  earnings 
figures  are  available.) 

In  the  same  period  productivity  in¬ 
creased  by  over  20  per  cent.  How  anyone 
(in  the  light  of  these  figures)  can  say  that 
wages  are  a  major  factor  in  causing  or 
continuing  inflation  passes  comprehension. 


What  ss  said  by  the  Political  Quarterly  about  the  re¬ 
lation  of  Wages  to  Profits  ? 


Mr.  Donald  J.  Robertson,  Lecturer 
in  Political  Economy  at  the  University  of 
Glasgow',  has  an  article  on  “  Trade  Unions 
and  Wages  Policy  ”  w'hich  deals  with  the 
wage  profit  relation. 

After  saying  that  the  unions  in  w'age 
negotiations  have  frequently  falsified  the 
profits  position,  Mr.  Robertson  says  : 

“It  is  to  trade  union  interests,  for 
example,  that  some  profits  should  be 
earned  w'hich  enable  capital  to  be  re¬ 
placed  and  improved  and  the  devotion  of 
money  to  that  purpose  should  be  sup¬ 
ported  rather  than  attacked  by  unions.” 

Even  if  this  were  a  proposition  on  which 
the  trade  unions  should  act  (which  we 
dispute)  it  is  difficult  to  see  how  it  could 
be  operated  in  practice.  A  firm’s  profits 
are  (1)  distributed  to  the  shareholders 
in  dividends  (2)  put  to  the  reserve  to  be 
used  in  paying  dividends  in  bad  periods 


or  (3)  put  aside  for  capital  investment. 
It  is  apparently  suggested  that  unions 
should  not  press  for  an  increase  in  wages 
at  the  expense  of  profits  because  this 
w  ould  diminish  the  amount  that  would 
be  available  for  capital  investment. 

Many  capitalist  firms  are  today  riot  only 
replacing  and  improving  their  capital  out 
of  profits  but  are  financing  the  expansion 
of  their  firms  out  of  profits.  A  larger 
proportion  of  expansion  is  being  financed 
from  profits  and  a  smaller  proportion 
from  share  issues  to  the  capitalist  investors. 

Are  the  trade  unionists  to  refrain  from 
pressing  for  increased  wages  in  order  to 
enable  their  bosses  to  expand  their  capital 
equipment  (and  the  possibility  of  in¬ 
creasing  future  profits)  more  rapidly.  If 
unions  agreed  to  such  a  policy  they  would 
be  consenting  to  increasing  the  share  of 
profits  in  British  capitalist  economy  at  the 
expense  of  wages. 


What  is  wrong  with  the  general  line  of  these  articles  ? 


SOME  years  ago  most  of  those  who  take 
a  Right  Labour  standpoint  assumed  that 
ways  and  means  had  been  discovered  of 
ensuring  full  employment  under  capitalism. 

What  they  have  yet  to  realise  is  that 
capitalism  cannot  be  controlled  in  the  way 
that  was  assumed  at  the  end  of  the  war 
and  that  where  there  is  temporary  full 
employment  in  a  capitalist  society  that 
society  is  prone  to  run  into  inflation  because 
of  the  profit  drives  of  the  employers. 

When  these  profit  drives  and  arms 
drives  run  into  inflation,  instead  of  Right 
Wingers  seeing  this  as  a  proof  of  the 
bankruptcy  of  their  theories  about  the 
possibility  of  controlling  capitalism,  they 
blame  the  unions  and  suggest  that  in  the 
interests  of  the  smooth  working  of  capi¬ 
talist  economy  they  should  restrain  their 
wage  demands. 

The  capitalist  system  is  unquestionably 


in  an  inflation  at  this  moment. 

It  is  wrong  to  represent  the  unions  as 
having  forced  it  into  this  situation. 
Indeed  because  it  is  a  capitalist  system 
everything  is  weighted  against  the  unions. 
The  State  (in  control  of  the  Tories),  the 
financial  strength  of  Employers’  Fed¬ 
erations,  the  bias  of  the  arbitration  courts, 
all  make  it  difficult  for  the  workers  to 
maintain,  let  alone  enormously  improve 
their  standards  under  capitalism. 

The  spectacle  of  the  workers  ren¬ 
dering  capitalism  bankrupt  by  inor¬ 
dinate  wage  demands  is  a  Tory  bogey, 
designed  to  weaken  the  wages  movement. 

To  get  the  smallest  increases  in  real 
wages — increases  far  below  their  in¬ 
creased  productivity,  the  workers  have 
to  battle  incessantly.  If  they  cease  to 
do  so  their  standards  of  living  and 
their  share  of  the  national  income  will  sink. 
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